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SECRET ; 

{Entire Text) December 1, 1978 
TO: - The Secretary 

“FROM: INR - David E. Mark, acting Be, . 


SUBJECT: Events in China: Implications for Stability 
‘and £or Sino-US Relations 


Events in China since the beginning of November 
impact on leadership stability, the shape of the 
modernization drive, and the depth of China's 
commitment to cooperate on some questions with the 
US and our allies. The major party work conference 
which convened in Peking around November 10 to under- 
take a review of Vice Premier Teng Hsiao-p'ing's 
modernization program will now be followed by a full 
central committee plenum, expected to begin around 
Decemher 10. 


We believe that the poster and rally activity of 
the past two weeks .(which has now been curbed) was 
initiated and guided by Teng to pressure the leadership 
“into full ratification of his far-reaching policies. 
These include structural reform of China's education, 
wage, and management systems. They also include changes 
‘in the conduct of foreign economic and cultural relations, 
such as flexible international loan arrangements and the 
large-scale dispatch of students abroad. 


Teng will most likely make gains toward: 


~-repudiating his 1976 dismissal by Mao, and 
rehabilitating other critics of Maoist 
policy-~-such as former Defense Minister 
P'eng Te-huai and former President Liu 
Shao-ch'i; 


"rendering Chairman and Premier Hua dependent 
on Teng so that Teng's own authority becomes 
unquestioned; 
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—--tipping the current balance in the Politburo 
toward himself by restoring former colleagues, 
adding or promoting other Teng supporters, and 
neutralizing or demoting his opponents. 


It now appears most likely that Teng will accomplish 
‘the foregoing without a major purge which would undercut 
leadership unity and publicly weaken Chairman Hua. 


The outlook for stability is thus better than before. 
The prospects are for a leadership coalition, strongly 
influenced by Teng but broad enough to command the support 
of Hua and others who are not strict Teng loyalists. This 
would be more likely than the current tensely—-balanced 
Politburo to build a foundation for the modernization 
drive and cooperation with the West which could survive 
Teng. 


While there is no evidence to suggest that debate 
has taken place over China's foreign policy strategy or 
Sino-US relations, the above outcome is likely to strengthen 
policies which Teng strongly advocates, including: 


--pursuit of the rapid normalization of US-China 
relations, stressing peaceful reunification 
with Taiwan in the longer-term future; 


~-development of the more far-reaching aspects of 
China's economic relations with the US and our 
allies, including technological exchange, loans, 
and joint development projects; 


~-gradual improvement in China's legal system and 
in respect for individual rights (albeit within 
severely prescribed limits). 


Despite his prospects for success in these party 
sessions, Teng nevertheless is severely straining leader- 
ship unity. The extended length of the conference, and 
Teng's resort to mass political activism to press his 
points have risked alienating more cautious leaders 
and arousing foreign concern, this suggests that some 
of Teng's goals have met stiff opposition. : 
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If Teng were to attempt a far-reaching reevaluation 
of Mao, severely weakening Hua, he would additionally 
risk the public spectacle of leadership disunity. It 
is not clear whether Teng's recognition of this, or 
merely the pressure of opposition, has prompted his 
“xecent interviews with foreigners. ‘These were masterful 
attempts to convince observers at home and abroad that 
-in fact he has no intent to force through his maximum 
goals. Teng's statements may help prevent the formation 
of a coalition to block. him or, in fact, may. be a 
tradeoff for obtaining much of what he wants. 


In practice, leadership stability would be most 
threatened by either a major Teng defeat or an over- 
whelming Teng victory. A temporary setback at the 
impending plenum -- which is unlikely -- would force 
Teng to go further in rallying his supporters and in 
attacking Mao and his opponents. Given Teng's broad 
backing, such a campaign could result in the removal 
of Hua. A victory which entailed a Major turnover of 
the. Politburo, and loss of face or position for Hua, 
would raise serious doubt about China's stability. 
Younger, more Maoist leaders might ally with centrists 
offended by Teng's divisive tactics and policies to 
fight back, and, at the least, this could obstruct 
feng’s modernization program. 
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